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TAGS: ENRG, KU 

SUBJECT: AMINOIL ARBITRATION 

REF: (A) KUWAIT 1496, (B) KUWAIT 1205 (NOTAL). 

1 . 1 MET WITH OIL MINISTER SHAIKH ALI KHALIFA AL- 
SABAH MARCH 29 AT HIS REQUEST TO DISCUSS AMINOIL 
ARBITRATION QUESTION. 

2. OIL MINISTER BEGAN DISCUSSION BY DECLARING THAT 

GOK WAS NOT IN DISAGREEMENT WITH THE GENERAL PRINCIPLE 
OF ARBITRATION. IN FACT. IT LOOKED FORWARD TO AN 
ARBITRATION OF THE AMINOIL NATIONALIZATION BECAUSE IT 
FELT THAT AMINOIL OWED THE GOK MORE THAN ANY COMPENSATION 
TO WHICH IT MAY BE ENTITLED. THE GOK WOULD BE WILLING 
TO ACCEPT ANY DECISION WHICH RESULTED FROM A PROPER 
ARBITRATION. 

3. DESPITE THIS POSITION. THE GOK WAS NOT PREPARED TO 
ENTER INTO THE ARBITRATION ARRANGEMENT PROPOSED BY 
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AMINOIL UNDER ARTICLE 18 OF THE 1948 AGREEMENT. IT 

CONSIDERED THE CONDITIONS PRESCRIBED IN THIS ARTICLE 

AS NO LONGER IN EFFECT SINCE IT WOULD BRING THE MATTER 

UNDER UNITED KINGDOM JURISDICTION. THIS WAS 

DEFINITELY NOT ACCEPTABLE TO THE SOVERIGN GOVERNMENT OF 

KUWAIT. THE GOK DENIES ANY BRITISH JURISDICTION IN 

THIS MATTER AND WOULD IGNORE ANY DECISION REACHED THROUGH 
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THIS PROCESS. 

4. HOWEVER, THE GOK IS WILLING TO ENTER INTO ARBITRATION 
UNDER A DIFFERENT SET OF RULES BASED ON PRINCIPLES OF 
ARBITRATION COMMONLY ACCEPTED BY NATIONS. ALI KHALIFA 
SAID THAT, IF THERE WERE ANY FLEXIBILITY IN THE AMINOIL 
POSITION, THE GOK WAS PREPARED TO LOOK INTO THE ESTABLISH- 
MENT OF A SET OF ARBITRATION RULES ACCEPTABLE TO BOTH 
PARTIES. 

5. THE OIL MINISTER STRESSED THAT THE GOK CONCERN IN THIS 
MATTER RELATES TO KUWAIT'S REPUTATION AND TO ITS FRIENDSHIP 
WITH THE US. THEREFORE, THIS AFFAIR COULD BE BETTER HANDLED 
IF AMINOIL COULD COME AND DISCUSS A REASONABLE METHOD 

OF ARBITRATION ACCEPTABLE TO BOTH SIDES. 

6. 1 ASKED WHETHER THE ARBITRATION PROVISIONS CONTAINED IN 
THE 1973 AGREEMENT WITH AMINOIL (NOT RATIFIED BY KUWAIT 
NATIONAL ASSEMBLY) WOULD BE ACCEPTABLE. ALI KHALIFA DID NOT 
SEEM TO BE FAMILIAR WITH THEM SO I PROVIDED HIM WITH 
SOME EXCERPTS OF THE PROVISIONS FOR ARBITRATION IN THIS 
AGREEMENT. AFTER QUICKLY REVIEWING THEM, HE INDICATED 
THAT, SUBJECT TO AGREEMENT BY THE LAWYERS. ARBITRATION 
PROVISIONS SIMILAR TO THOSE I HAD SHOWED HIM MIGHT PROVIDE 
A BASIS FOR AGREEMENT. 
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7. THE OIL MINISTER THEN ASKED ME TO CONVEY THIS INFORMATION 
TO THE DEPT. OF STATE, WHICH I AGREED TO DO. I SUGGESTED, 

AND HE AGREED, THAT I SHOULD REQUEST THE DEPT. TO INFORM 
AMINOIL OF THIS GOK POSITION. IN ORDER TO BE ABSOLUTELY 
SPECIFIC, I ASKED WHETHER THIS SHOULD BE CONSIDERED AN OFFER 
TO AMINOIL TO SEND REPRESENTATIVES ACCOMPANIED BY LEGAL 
ADVISORS TO DISCUSS THIS MATTER AND, IF APPROPRIATE, TO AGREE 
UPON AN ARBITRATION FORMULA ACCEPTABLE TO BOTH SIDES.ALI 
KHALIFA CONFIRMED THIS. 

8. COMMENT: IT APPEARS THAT ALI KHALIFA'S EARLIER EXPRESSION 
OF WILLINGNESS TO CONSIDER ARBITRATION (REF. B) HAS BEEN 
ENDORSED BY THE GOK. KUWAIT IS CLEARLY UNWILLING TO ACCEPT 
1948 AGREEMENT ARBITRATION PROCEDURE CURRENTLY BEING PURSUED 
BY AMINOIL, WHICH IS CONSIDERED AN INFRINGEMENT ON KUWAITI 
SOVEREIGNTY. FACT THAT OIL MINISTER AUTHORIZED TRANSMISSION 
OF THIS OFFER TO ARBITRATE TO THE DEPT. IS SIGNIFICANT, AND 
COULD SERVE TO SET VERY IMPORTANT PRECEDENT FOR FUTURE 
NATIONALIZATIONS OF AMERICAN PROPERTY IN THE ARAB WORLD AND 
IN OPEC COUNTRIES. I RECOMMEND THAT THE DEPT. ENCOURAGE 
AMINOIL TO DELAY THE NEXT STEP IN ITS ARBITRATION PROCEDURE, 

I.E., NOTIFICATION OF WILLINGNESS OF ARBITRATOR SELECTED BY 
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AMINOIL TO SERVE AS SOLE ARBITRATOR, AND RESPOND AFFIRMATIVELY 
TO GOK OFFER TO CONSIDER ARBITRATION FORMULA ACCEPTABLE TO 
BOTH PARTIES. 

9. ACTION REQUESTED: DEPT. SHOULD COMMUNICATE GOK OFFER 
TO FIND NEW ARBITRATION FORMULA TO AMINOIL VICE PRESIDENT 
LARRY ISON OR FORMER PRESIDENT JACK SUNDERLAND THROUGH 
AMINOIL NEW YORK HEADQUARTERS. 

MAESTRONE 
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